The relation between multiple directorships, busy directors and firm performance has been researched predominantly in the context of developed economies, notably the US. This paper extends the existing literature on multiple directorships in two ways; first, by providing additional evidence on its effect on firm performance, but with respect to an emerging economy, India, and secondly, by suggesting an alternative measure of directorial "busyness" that is more general in its applicability compared to those that have been applied in the existing literature. Using a sample of 500 large firms from the Indian corporate sector for the year 2002-03, the paper finds multiple directorships by independent directors to correlate positively with firm value thereby supporting the "quality hypothesis" that busy directors are likely to be better directors, a result that is different from the existing evidence on busy directors. Multiple directorships by insider directors are, however, negatively related to firm performance. Estimation of group and non-group companies separately reveals that the quality effect of independent directors persists for the former but disappears for the latter. In general, the results suggest that the relation between "busy" directors and firm performance may depend on the institutional context and on the type of director.
Introduction
The number of positions that directors can accept on company boards has been a contentious corporate governance issue in countries around the world. Consequently, reform initiatives have focused on the need to limit the number of positions that a director can accept on company boards.
The argument for limiting such multiple directorships can be stated in terms of the "busyness hypothesis" (Ferris et al., 2003) , which postulates that a substantial number of directorial appointments can make directors over-committed and thereby compromise on their ability to monitor company management effectively on behalf of the shareholders. Several countries, like India, Malaysia and South Korea, have factored in such concerns by formally imposing regulatory limits on the number of boards on which an individual director can serve. However, several others, including developed countries like the US and UK are still debating the pros and cons of imposing such mandatory limits. In the US while some shareholder advocacy groups like the Council of Institutional Investors (CII) have explicitly recommended imposing such limits, the regulator has left the determination of the extent to which a director can have multiple appointments largely to the discretion of the corporations.
While the costs associated with multiple directorships seem to be obvious, the existing theoretical literature also highlights potential benefits from such directorships. For one, given the presence of a well functioning market for outside directors, the number of multiple directorships can signal a director's reputational capital so that a director with multiple directorships may proxy for high director quality (Fama, 1980, Fama and Jensen, 1983) . Thus, having directors on board with multiple directorships can lead to better monitoring and thereby positively impact company performance. Second, from a resource dependency perspective it is argued that directors with multiple appointments, by virtue of being more networked, can generate benefits by helping to bring in needed resources, suppliers and customers to a company (Pfeffer, 1972; Booth and Deli, 1995) .
Given differing theoretical viewpoints on the impact of multiple directorships on corporate governance and performance, it is not surprising that empirical evidence on the effect of such directorships along with that on the "busyness hypothesis" is somewhat mixed. On the one hand, some studies have found that busyness of directors can have a statistically adverse effect on performance, lower the sensitivity of CEO turnover to performance, manifest in a positive market reaction following the departure of a busy director (Fich and Shivdasani, 2004) , lead to excess remuneration of CEOs (Core et al., 1999; Shivdasani and Yermack, 1999) , and increase the probability of committing accounting fraud (Beasley, 1996) . On the other hand, however, there are studies which show that directors with multiple appointments can serve shareholder interests by positively impacting company performance (Miwa and Ramseyer, 2000) , can benefit shareholders through offering them larger premiums in tender offers (Cotter et al., 1997) , and can generate superior returns from acquisitions. Finally, selected evidence, also with respect to the US suggests that multiple directorships do not have any significant negative effect on company value, nor do such directorships lead to directors shirking their responsibilities to serve on board committees or are associated with greater likelihood of securities fraud litigation (Ferris et al., 2003) .
The objective of this paper is to extend the existing literature on multiple directorships in two ways.
First, this paper seeks to provide additional evidence on the "Busyness Hypothesis," but based on evidence from an emerging economy, India. Secondly, the paper seeks to contribute to the relevant literature by suggesting an alternative measure of busyness that is more general in its applicability compared to those that have been applied in the existing literature.
With regard to the first objective, the reasons for choosing an emerging economy to analyze the busyness hypothesis are the following. One, we believe that an emerging economy like India form a more appropriate laboratory for analyzing the impact of multiple directorships on corporate performance. In contrast to the scenario in the US or other developed countries where there is a relatively long history of institutional investor organizations actively seeking to influence corporate governance policies of individual companies by publishing codes and best practices, such influences have been relatively uncommon in developing and emerging economies. It can thus be reasonably expected that the possibility of endogenizing (with a downward bias) the level of busyness of directors where company boards may need to consciously employ less busy directors in order to positively signal the market, is unlikely to be strong in such countries. While in some of these countries, mandatory limits have been placed on the number of directorships that can be accepted, such limits have been set at levels as high as ranging between ten (Malaysia) and twenty (India) . The presence of such high limits, make such limits largely non-binding for many companies, yet keeps them free to hire directors with significantly high number of multiple directorships. This automatically is reflected in a higher average level of busyness as well as a greater variation in the extent of busyness of directors, and hence an ideal setting for analyzing the impact of multiple directorships on the effectiveness of monitoring in a cross-section of companies.
Basic analysis of Indian data and a comparison with corresponding US data show that the mean number of directorships per director in India is at least as much as that obtained in US studies, but with the variation of busyness seemingly being more in the Indian context.
1
An additional motivation for analyzing the impact of multiple directorships with respect to an emerging economy is that there is very little empirical evidence with respect to such countries that would help policy makers evolve best practices that are in consonance with the institutional context. It also provides one with an opportunity to examine the extent to which the impact of multiple directorships on company performance is institution-specific. The possibility that best practices on multiple directorships may be sensitive to the institutional context arises from our observation that the limits on such directorships that are in place in several of the emerging economies are significantly higher than the best practices that are in vogue in many of the developed countries (Table 1) . While in the US, less than three multiple directorships is often considered best practice so much so that many of the empirical studies with respect to US define a busy director as one holding three of more directorships, the suggested or existing limit on multiple directorships in countries like India, Malaysia and Pakistan are much higher, between ten and twenty, with several exclusions permitted. Additionally, the limits set for executive or whole-time directors are sometimes significantly liberal compared to best practices adhered to in developed countries; in India, for instance, a whole time director can hold additional directorships in ten companies as compared to the suggested best practice limit in the Combined Code in UK whereby an executive director is recommended to not sit in more than one other board of a large listed company.
1 While mean busyness of outside directors for US companies stand approximately between 1.6 (Ferris et al. 2003) and 3 (Fich and Shivdasani, 2004) , with corresponding estimates of the percentage of busy directors ranging from as low as 14.97 per cent to 52 per cent, the estimates of mean busyness and percentage of busy directors for companies belonging to the top 500 in India stands around 4 and 57 per cent respectively. More importantly, compared to the US sample for which estimates are available, the variation of busyness as well as its range, are significantly more in India. While estimates with regard to US suggests that while only 0.33 per cent of directors in the sample have 6 board seats or more, the corresponding estimates for the top Indian companies is as high as 25 per cent.
One explanation for such differences could be that the higher permissible limits on multiple directorships are driven by supply constraints in managerial labor markets characteristic of many developing countries, and in fact would negatively impact corporate performance. An alternative or complementary hypothesis could be that institutional specificities of these countries make it possible for a larger number of multiple directorships to be sustained without impairing the quality of corporate governance and performance and best practices in developed countries in this regard would be unnecessarily stringent. One can argue, normalizing for quality, that the demands of the job of a director, i.e., the nature of tasks that a director is required to perform on company boards, could be much less in a developing and emerging economies as compared to that in developed countries. In developed economies like the US where companies are much bigger in size and many of them have complex operations cutting across nations, the demands of the job may be very high.
Accordingly, even three directorships may make a director over committed notwithstanding their ability. In contrast, in emerging economies like India, where companies are much smaller and relatively few of them are transnational in nature, the level at which over-commitment sets in may be much higher. This would be all the more so given the possibility that multiple directorships in developing economies where business groups typically dominate the corporate landscape, could be largely group specific, i.e., emanate mostly from within a particular group and thereby create synergies between different directorial responsibilities, both for executive and outside directors.
The second aspect in which this paper seeks to contribute to the literature is with respect to the important issue of how busyness associated with multiple directorships is measured in the first place. As Fich and Shivdasani (2004) purposefully argue, inferences regarding the effect of multiple directorships on firm performance could be sensitive to how busy directors are identified, and what in particular constitutes busy boards. A common feature of many of the existing studies (see for example, Core et al., 1999; Ferris et al., 2003; Fich and Shivdasani, 2004; ) is that a busy director is defined exogenously as one who holds three or more directorships. The rationale for this definition seems to be derived from the "rule of thumb" limit on multiple directorships proposed by the Council of Institutional Investors in the US. Using this definition, the conclusions arrived by Ferris et al (2003) and Fich and Shivdasani (2004) are at odds, with the former finding no systematic relationship between firm performance and the extent of busyness, and the latter finding a statistically significant negative relationship between busy boards and firm performance.
According to Fich and Shivdasani (2004) , the differences in these results have stemmed from the differences in the "metric of busyness" that the respective studies have employed. For instance, in estimating the relationship between multiple directorships and firm performance, Ferris et al. (2003) proxy the business of the board by the average number of board seats held by outside directors. However, as Fich and Shivdasani (2004) illustrate with several examples, the average number of directorships may not be a good measure in this context, because the board often contains only a few individuals with extremely high number of multiple directorships that influence the average. Thus while a board might appear busy based on average directorships, it may be the case that a majority of the directorships are not busy. To address this problem, Fich and Shivdasani (2004) identify a busy board as one in which at least 50 percent of the outside directors are busy, where a busy director is taken as one who holds three or more directorships. Using this metric, the study finds that a busy board correlates with lower market value of the firm.
In defining our measure of board busyness we conform to the idea of Fich and Shivdasani (2004) that a measure of board busyness should not be driven by extreme observations but should reflect the busyness of a majority of the directors on the board. However, at the same time we do not impose any a priori definition of busyness, and instead attempt to endogenously determine the level of where a busy board has a negative effect on performance. Our contention is that the impact of busyness on performance is not only sensitive to the metric of busyness defined at the board level, but to the definition of a busy director per se. Busyness of a director as measured by the number of multiple directorships can be considered as a threshold level of multiple directorships beyond which "excessive" directorial commitments impinge on the director's ability to effectively monitor.
2 In all of the existing studies, a rather conservative definition of a busy director, one having at least three multiple directorships, is assumed. However, as stated above, a review of proposed limits on multiple directorships across countries show that limits of as high as ten or twenty multiple directorships are in vogue as also ones as low as two or three. Even within the US, while CII has come up with a proposal of three, Calpers has kept the limit open while highlighting its concern on the effects of "too many" directorships. In view of this, one can therefore argue that 2 Such a threshold concept is also implicit in titles like "Too Busy to Mind the Business.?" by exogenously imposing a measure of a busy director, an examination of whether a multiple directorship of three at all can be construed as busyness in the first place, is precluded.
While unarguably, a larger number of directorial appointments impinge on the ability to monitor, it is not clear at which level of the individual can we consider one to be "busy." Such a determination, we argue, is as critical to the results that one obtains as the metric of busyness one uses at the board level. While Fich and Shivdasani (2004) prove that a board with at least half of busy outside directors will negatively affect company performance, their results do not conclusively prove that such a negative relationship would not have been obtained had busyness been defined as directors holding two directorships with a busy board constituting of at least fifty per cent of such directors.
In that case, should one consider directors holding as low as two directorships also too busy to be effective? Would this then not render the entire debate on busyness trivial? Additionally, a demonstration of a negative impact on busyness does not provide insights into whether "high levels" of busyness are driving the statistically significant results. If alternatively, one breaks the sample of busy directors into less busy and more busy categories (3 -7) and greater than 7, provided of course the data exhibits enough variation in busyness, it is theoretically possible that the relationship between busyness and performance becomes statistically significant only beyond seven, and with a board which has a majority of such directors. In that case, the policy implications would be very different and would be at odds with the CII proposal. Else, if statistical significance holds for the entire range, then the findings of the study can be considered to independently corroborate the proposed limit rather than exogenously imposing the proposed limit on the analysis.
In similar vein, had Ferris et al., (2003) lowered the bar on the definition of busyness defining directors with a larger number of multiple directorships as "busy", it is theoretically possible that a negative and significant relation could have been captured between busyness and firm performance even by keeping their metric of board busyness the same.
In keeping with the above ideas we use the median directorships by directors as the measure of board busyness in our regression. Using the median accomplishes two things. First, it ensures, by construction, that majority of the directors hold any specified value of multiple directorships.
Second, since the median enters the regression as a variable, we are able to examine the incremental effect as a board gets busier. Our measure encompasses the "busy board" variable of Fich and Shivdasani (2004) . According to our definition all boards where the median directorships is three or more are the "busy boards" of Fich and Shivdasani (2004) . Having selected the median as the measure of board busyness, we then fit a spline or piecewise linear regression between firm performance and board busyness. We set alternative turning points or spline nodes and estimate several regressions. The node at which we observe the relation between firm performance and board busyness to turn negative can then be identified the level of multiple directorships that makes a board busy. Thus our methodology determines endogenously as to what constitutes a busy board.
This flexibility is important because the level at which busy boards have a negative effect on performance is likely to be different for different institutional contexts. Indeed, as we shall see below, our empirical analysis indicates that observed multiple directorships in India seems to more an indication of directorial quality rather than directorial busyness.
Using a sample of 500 large Indian companies and applying the above methodology we find multiple directorships by independent directors to correlate positively with market-to-book ratio once such directorships cross a particular threshold. Below the threshold we do not find any significant relation between multiple directorships and market-to-book ratio. In contrast to the results for independent directors, we find multiple directorships by executive directors to correlate negatively with firm performance. These findings are robust to alternative measures of firm performance based on accounting indicators like return to assets and net value added to assets.
When we allow the effect of multiple directorships of independent directors to differ between nongroup and group companies, we find the positive relation to persist for the non-group companies, but this effect disappears for the group companies. A part of our results support the view that multiple directorships by independent directors may be a proxy of director quality and hence have a positive effect with firm value. However, other parts of our results indicate that such directorships could, in certain contexts, be driven by control motives of family owned business groups that are prevalent in emerging economies. In either case, though, we are unable to detect any negative effect of multiple directorships by independent directors on firm value. In contrast, multiple directorships by executive directors are found to correlate almost always negatively with firm performance.
The rest of the paper is organized as follows. Section 2 outlines the institutional context governing the evolution of multiple directorships in India. Section 3 contains a description of the sample and the data used in the analysis and documents the incidence of multiple directorships in large Indian companies. The empirical analysis is reported in Section 4 and Section 5 concludes the paper.
Multiple Directorships in India: The Institutional Context
The phenomenon of multiple directorships in India can be traced back to the early stages of corporate sector development in the country. As Mehta (1955) multiple directorships in the UK and US rarely exceeded ten and in fact two to three directorships was the common pattern, a holding of 15 to 20 directorships in India around that time was most common and a holding of 30 was not unusual (Kust, 1964) . It is in the context of such pervasiveness of multiple directorships in India and the associated concentration of managerial power that the Bhabha Committee strongly recommended setting legal limits through the Companies Act, 1956 on the number of directorships a director can accept. The limit was set at a relatively high level of 20 along with provisions for excluding from this number the directorships of private companies, which are neither a subsidiary, nor a holding company of a public company, unlimited companies or non-profit associations. The proposed limit was considered to be "desirable" by the Committee in view of the "paucity of high-grade business ability in the country"
at that time. belonging to business groups (group-affiliated) and those which are non-affiliated (standalones).
Of the 500 companies, sixty eight per cent (388) of the sample companies are group affiliated, and the rest are split almost equally between Indian standalones (84) and foreign companies (78).
The data for our analysis is sourced from the Prowess database created by the Center for
Monitoring the Indian economy (CMIE). We utilize the corporate governance (CG) reports contained in this database to collate the details of board membership by directors. According to Clause 49 of the Listing Agreement that came into effect from February 2000, all listed companies in India are required to file a CG report disclosing the details of board functioning. This report contains among other things, (i) the name of each director and his/her type i.e. promoter, executive, non-executive affiliated, non-executive independent, nominee director of financial institutions, (ii) the number of directorships and committee memberships held by the director in other listed companies, (iii) the number of board meetings held by the company in the financial year and dates on which they were held, (iv) and the attendance record of each director at the board meetings and in particular at the Annual General Meeting (AGM). Companies are required to file the CG report every quarter so that four such reports are available for a typical financial year.
However, since in our empirical analysis we are going to relate the busyness of directors to firm performance for the financial year 2003 we are careful to consider only those companies for which the CG reports are available for the quarter ending March 2003. Accordingly, to pick our sample we ranked the private sector companies in terms of their sales in 2003 and then selected the first 500 companies for which the CG report was available for the above-mentioned date.
In addition to the data on multiple directorships we need information on accounting indicators, equity ownership, stock market variables, and other firm characteristics for our analysis. These data were sourced from the Profit and Loss Accounts, Balance Sheet, and stock price details of the companies contained in the Prowess database.
Incidence of Multiple Directorships

At the director level
The distribution of directors according to the number of directorships held as reported in the CG reports is presented in Table 2a . There are 3,891 directors in our sample companies holding 17,115 directorial positions. As Table 2a reveals, multiple directorships are quite pervasive in India with 71.6 per cent of directors in our sample holding more one directorial position. If one adopts the benchmark of three directorships to define a busy director as has been done in the US studies, one can see from Table 2a that as many as 56 per cent of directors hold 3 or more directorial positions.
Available estimates of distribution with regard to US based on a sample of 3190, though not strictly comparable, show that only 15 per cent of directors hold 3 or more board seats (Ferris et al., 2003) .
Further, as can be noted from Table 2a , notwithstanding the regulatory ceiling of 20 in India, there exists considerable variation in directorships across directors in the sample companies even within the limit, which makes it feasible to study the relation between varying degrees of busyness on company value.
As stated earlier, the number of directorships held by directors of the sample companies has been disclosed by the directors themselves in the corporate governance reports and include directorships held in companies outside the sample. This is in contrast to some studies where the incidence of multiple directorships is calculated from within the sample companies which is likely to give an under estimate of such incidence (for example, Ferris et al., 2003) . This is a great strength of our data in which the main variable of interest, i.e. the number of multiple directorships, is not subject to measurement error as it would be if it were to be calculated within the sample. Table   2a ) and only half a percent of directors hold six or more positions (compared to 14 per cent in Table 2a ). The other key point that comes out from comparing Tables 2a and 2b is that since the number of directorships held within the sample companies is very low, one can conclude that while directors in large listed companies on the average have 4.4 directorial positions, most of these are held in smaller companies. 
At the board level
How does the incidence of multiple directorships at the individual level translate into multiple directorships at the board level? Is the incidence of multiple directorships different between insider and outsider directors? How busy are the promoter directors who sit on company boards? To answer these questions we first need to look at the size and composition of a typical board of the sample companies that is given in Table 4 .
Comparable estimates available for a sample of US companies are also shown in the Table. As is evident from the Table, while mean board size is somewhat larger in the US compared to that in India, the proportion of inside directors is almost equal (26 and 25 per cent respectively). It is in the composition of non-executive directors that there exists some striking differences between the two countries; the percentage of gray directors in India is significantly higher at 20 per cent compared to 14 per cent for US companies. The other difference arises from the fact that a fair proportion of independent directors in India comprise of nominees of financial institutions like development banks and mutual funds who are not elected to the board by shareholders but are nominated by financial institutions to monitor the companies on their behalf.
Looking at board size and composition by ownership groups, one finds that there is some noticeable variation across these groups. Compared to the group-affiliated and foreign companies, standalone companies have smaller boards, possibly because they are smaller companies on the average, and have more inside directors than the overall average on their boards. With regard to the composition of non-executive directors, foreign companies have the highest proportion of such directors identified as gray or affiliated directors compared to the domestic companies. Among the domestic companies, the proportion of affiliated directors is understandably higher in group firms than that of standalones given that the former are often family controlled with the promoter or close relatives of the promoter having presence on company boards. Finally, the presence of nominee directors is the most in group affiliated firms possibly on account of the fact that the exposure of financial institutions to these companies is usually higher and at the same time the need for monitoring is higher owing to concerns such as diversion of funds to group affiliates through practices like tunneling. Table 5 below shows for the directors of our sample companies, the proportion of busy directors by type across ownership groups for two levels of busyness. The first level, Busyness 1 shows the percentage of directors of different types holding three or more directorships. This measure corresponds to the measure of busyness that has been adopted as a standard for a busy director in existing studies. The second level of busyness, Busyness 2, is defined as the percentage of different types of directors holding six or more directorships, where six is the upper quartile in the distribution of directors according to the number of directorships.
As Table 5 shows, for the entire sample, around 52 per cent of executive directors (EDs) hold three or more directorships and around 22 per cent of such directors hold six or more directorships. With respect to the promoter executive directors (PEDs), both Busyness 1 and Busyness 2 are significantly higher than that of EDs (73.27 and 34.81 per cent respectively). With respect to nonexecutive (outside) directors (NEDs) too, it is the promoter non-executive directors (PNEDs) who are busier on the average than an independent non-executive director, for both the measures, Busyness 1 and Busyness 2. Several basic observations on multiple directorships in countries like India can be made from these estimates. First, busyness of a director is as much of an insider director phenomenon as an outside director phenomenon. Secondly, promoter directors are busier than professional (non-promoter) directors, both in the capacity of EDs and NEDs. Combining the busyness of directors of different types, Table 6 gives several measures of busyness of a typical board in a large Indian company.
Empirical Analysis
Empirical Methodology
Our discussion at the beginning suggests that multiple directorships per se do not render a director "busy". Directors with large number of multiple appointments may be better quality directors and hence more effective monitors. If such individuals dominate the board, then firm value might increase. However, even for better quality directors, additional directorships beyond a certain point will make them over-committed. If such individuals dominate the board then firm value might decrease. In either case, however, we do not know the threshold at which we can take multiple directorships to be a signal of quality or a signal of over commitment or "busyness". This suggests that the regression specification that we choose for our empirical analysis should be such that it allows the relation between busyness and firm performance to change at some level of busyness that is unknown to us. In keeping with this idea we felt that the spline formulation is an appropriate specification of our regression equation. Spline is a commonly used technique in empirical analysis to estimate a piecewise relation between two variables that allows the slope of the relation to change at specific points known as spline knots or spline nodes. The number of spline nodes and their specific values are to be determined from theory and/or data.
Our empirical analysis relates busyness to performance at the firm level. We therefore need a measure that translates the busyness of the directors from the individual level to busyness at the board level. One straightforward measure is the mean number of directorships held by the directors on the board as is used by Ferris et al. (2003) However, as Fich and Shivdasani (2004) note, and as our data supports, the mean is not an appropriate measure in this case, since the distribution of directorships is generally positively skewed so that a high mean is driven by the presence of one or two directors with a large number of multiple appointments whereas the rest may not be busy. In this case a better measure is the median that ensures that at least majority (i.e.. 50 percent) of the directors hold the specified number of directorships. In keeping with this idea we use the median value to proxy the busyness of the board. However, unlike Fich and Shivdasani (2004), we do not identify busy boards with those where 50 percent of the directors hold three or more directorships, i.e., the median is three or more. Rather we use the median as a variable in our regression. Thus in our analysis we essentially have a range of busy boards starting from one where more than 50 per cent of directors hold two or more directorships, followed by a busy board where more than 50 per cent hold three or more directorships and so on and then estimate the relationship between different levels of board busyness and company performance using the spline formulation.
In estimating the relation between busyness and firm performance we consider both executive directors as well as independent directors. Most studies with respect to the US focus on independent directors perhaps because multiple directorships by executive directors are not very common. However, as we have seen earlier, multiple directorships by insider directors in India is pervasive and calls for closer scrutiny. In specifying the regression, we make a distinction between executive directors and independent directors, because we believe that the factors that determine multiple directorships for these two groups are likely to be different as would be the effect on firm value. Executive directors are full time employees of the company and are entrusted with its day-today operation. Additional directorships even at low levels may make them over-committed and have negative effect on firm value. Also, the managerial market and the reputation argument that we have discussed earlier regarding multiple directorships are more likely to apply for the independent directors rather than the executive directors. This is particularly true in economies like India where the corporate sector is dominated by business group companies and where we have documented that promoters often sit on company boards as executive members. Their multiple directorships are likely to be driven more by institutional reasons rather than the managerial market story. For the same reasons, we exclude the affiliated non-executive directors and consider only the independent directors in the regression.
Finally, we control our regression for other factors that might affect company value. Important among these are corporate governance variables that have been documented in earlier studies to influence company value. We include log of board size, proportion of independent directors, share ownership by promoters, and share ownership by foreign institutional investors in the regression. In addition, since a company's current profitability might influence its market value, we include return on assets as a control variable. Return on assets is calculated as profit before interest and tax divided by total assets. Further, we introduce the ratio of R&D expenditure to sales and the ratio of advertising expenditure to sales as proxies for company's growth opportunities. Finally, we control for firm size by introducing the log of total assets into the regression. Thus, the relation that we estimate takes the form:
Company performance = f (spline(executive directors), spline(independent directors), other corporate governance and control variables) + error
To begin with we use market-to-book ratio as a measure of company performance. We calculate market-to-book ratio by multiplying the number of shares outstanding at the end of the year by the mean of the closing prices observed on each trading day of the year, and dividing it by the book value of equity at the end of the year. Later we re-estimate our regression with Tobin's-Q, an alternative measure of a company's market performance, and well as return to assets and net-valueadded to assets, both of which are measures of a company's operating performance. Table 7 reports the results of the market-to-book regression where we have adopted a linear specification for the median directorships of independent directors and executive directors. This can be looked as a special case of the spline formulation where the spline node is set at the lowest values of the corresponding variables in the sample. The linear specification is of interest because if the quality effect is very strong or the negative effect of busyness sets in at very low levels of multiple directorships, then we expect the linear specification to capture this. From Table 7 we observe that the coefficient of median directorships by independent directors is positive but not significant at the usual levels of significance. Its p-value is 0.23. In contrast, the coefficient of median directorships by executive directors is negative and highly significant with a p-value of 0.02. Thus our initial market-to-book regression detects a strong negative effect of busyness of executive directors but does not detect any negative effect of busyness of independent directors. If at all, the effect for the latter appears to be weakly positive suggesting that the quality argument may be at work.
Empirical Findings
We investigate our initial results further by estimating the market-to-book regression using the spline formulation. We choose only one spline node for both multiple directorships by independent directors and executive directors because this seems to be the obvious specification given our discussion above. Since we have one spline node, there are two spline variables, spline1 and spline2, for each type of multiple directorships. Suppose we set the node to three with respect to median directorships by independent directors. Then the coefficient on the spline1 variable shows the relation between multiple directorships and company performance up to the point where majority of the independent directors on the board hold less than three directorships, while the coefficient on the spline2 variable shows the relation between company performance and multiple directorships from the point where majority of the independent directors hold three or more directorships. If we exogenously define the median of three as the level which constitute busy boards, then spline2 shows the relation between company performance and busy boards as is envisaged in Fich and Shivdasani (2004) , except that their analysis uses a dummy variable formulation while the spline specification implies a linear relation. When we allow the spline node to change, we allow the threshold that constitutes busy boards, to change. In this way, the spline specification is a more flexible formulation. Table 8 reports the results of the spline regressions for different nodes starting with three. With respect to multiple directorships by independent directors we observe that for nodes equal to three the coefficients on both the spline variables, spline1 and spline2, are statistically insignificant with very high p-values of 0.77 and 0.36 respectively. Thus, if we use the median of three to define busy boards, we are unable to uncover any effect of busy boards on company performance. When we set the spline node to four, we reach the same conclusion with the p-values being 0.84 and 0.22
respectively. However, when we set the node to five we observe that while the coefficient of the spline1 variable remains to statistically insignificant (p-value 0.32), the co-efficient on the spline2 variable is positive and highly significant with a p-value of 0.0552. When we change the node to six, the p-value on the spline1 co-efficient is 0.23 while that on the spline2 coefficient is 0.02. This insignificance of the spline1 variable and the positive and significant coefficient on the spline2 variable remains robust as we change the spline nodes to values beyond six and up to ten for which there is some minimum number of observations to meaningfully estimate the effect of the spline2 variable, though, for brevity, we report the results for nodes up to eight in the table. Thus, with our spline specification we do not find any negative relation between busyness of independent directors and company performance. Rather we find a strong positive relation once busyness crosses a particular threshold. This finding tends to support the view that multiple directorships can be reflection of the quality of independent directors where the more able directors are successful in attracting more directorships. This interpretation seems particularly probable because we have uncovered the positive relation to hold only above a certain level of multiple directorships.
In sharp contrast to the results for independent directors, the co-efficient on the spline1 variable for the executive directors is negative and highly significant while the co-efficient on the spline2
variable remains insignificant in all the regressions displayed in Table 8 . For example for node equal to three, the p-value for the spline1 variable is 0.03 (with a coefficient estimate of -0.17)
while the p-value for the spline2 variable is 0.47. Similarly for node equal to four the p-value for the spline1 variable is 0.02 (with a co-efficient estimate of -0.12) while the p-value for the spline2 variable is 0.83. The regression results suggest that the implications of multiple directorships by executive directors are very different from those by independent directors. Multiple directorships by executive directors seem consistent with the busyness hypothesis with even low levels of multiple directorships correlating negatively with company value. The insignificance of the spline2 variables is consistent with the argument that the effect of even low levels of multiple directorships is so strong that additional directorships beyond those levels do not have any further negative effect on company value.
The coefficients of most of the control variables are along expected lines. We find a positive and statistically significant relation between promoters' share and market-to-book ratio which is consistent with the findings by earlier studies that ownership tends to correlate positively with company value once it crosses a particular thresholds (Morck et al. (1988) , McConnell and Servaes (1990) , Sarkar and Sarkar (2000) ). In our sample, the mean promoters' holding is as high as 53.58 percent. We also find shareholdings by foreign institutional investors to be positively and significantly correlated with company performance. A company's current profitability has a positive and significant association with its market value. Advertising intensity is positively and significantly related to market-to-book ratio, while R&D expenditure is not significant at the usual levels of significance. Since both these variables are taken as proxies for a firms' investment opportunities, R&D expenditure does not seem to add any extra information beyond that contained in advertising expenditure. The co-efficient of firm size is positive in all regressions though it attends significance only at the 15 percent level. However, coefficients of two variables related to board characteristics offer some contrast to earlier studies. First, unlike Yermack (1996) , we do not find board size to have any significant relation with company value and second we, find the proportion of independent directors to correlate negatively with company value.
Robustness Checks
Our results above are obtained using market-to-book ratio as the measure of firm's market performance. This is a clean and well-understood measure by investors. Many studies use Tobin's-Q as an alternative measure of a firm's market performance. Tobin's-Q is defined as the ratio of market value of equity and debt divided by the replacement cost of assets. We try to verify our results using Tobin's-Q as the dependent variable. Since in India a large part of debt is institutional debt which is not traded in the capital market and companies report value of their assets at historical costs, we proxy Tobin's-Q with the market value of equity plus the book value of debt divided by the book value of assets. Both market-to-book ratio and Tobin's-Q are influenced by a company's growth opportunities. Our regressions control for this effect through the inclusion of advertising expenditure and R&D expenditure as explanatory variables. However as both Yermack (1996) and Fich and Shivdasani (2004) note, such controls may be imperfect and can confound the statistical inferences regarding the effect of multiple directorships. Therefore, it is instructive to verify our regressions using accounting measures that are unlikely to be driven by a firm's investment opportunities. We use two accounting measures namely return on assets and net-valueadded to assets. We calculate return to assets by dividing earnings before interest and tax by total assets. In each of these regressions we set the spline node for independent directors to five as it is at this node that spline2 variable first becomes significant, but enter the median directorships of executive directors in a linear fashion because our earlier results indicate a strong negative effect from very low levels of multiple directorships for these directors.
Columns A, B, and C of Table 9 reports the results of the regressions with Tobin's-Q, return-onassets, and net-value-added to assets, respectively. In all of these regressions, the coefficient of the spline1 variable for independent directors continues to be insignificant, while the co-efficient on the spline2 is significant in the two regressions involving the accounting indicators (p-values of 0.01 and 0.0). However, in the regression involving the Tobin's-Q, the co-efficient though positive, is not significant at the usual levels (p-value 0.18). With respect to executive directors, the coefficient of median directorships is negative and significant (p-value of 0.01) in the regression with Tobin's-Q. However, in the regression with return-on-assets the co-efficient is insignificant (p-value 0.23) while in the net-value-added to assets regression the coefficient is negative and significant at the 10 percent level. Thus our additional regressions, in general tend to support the quality argument advanced for independent directors. However, with respect to the executive directors while our earlier conclusion regarding the negative association between market indicators and multiple directorships is further strengthened, this conclusion is somewhat weakened when we use accounting indicators. One possible explanation of this result could be that while firms with busy executive directors do not experience any deterioration in their short-term performance, the market expects such deterioration to eventually occur in the future.
Difference between Group and Non-group Companies
Till now our results have been obtained by treating group companies symmetrically with standalone and foreign companies. However, multiple directorships in group companies raises an additional important question namely that of appointing a same individual on the boards of multiple companies within the same group. Such appointments need not be value reducing. Directors who work on boards of multiple member companies may be able to co-ordinate the aims of the group in a better way. Group companies are often vertically integrated and knowledge about future projects of upstream and downstream companies can be highly valuable for directors in evaluating strategic planning of companies on which they act as board members. However, multiple directorships in group companies may also be a way by promoters of rewarding directors who have been loyal to them in the past or indeed the initial appointment itself could be based on loyalty so as to minimize the chance of losing control over the group in case of conflicts among owners. Anecdotal evidence in India abounds of such family conflicts and instances of the same person being on boards of multiple companies in the group. In the later case, multiple directorships are not driven by market conditions and its effect on company value could go either way.
In order to address this important issue we interact the two spline variables spline1 and spline2 based on median directorships by independent directors with a dummy variable called "group"
which equals one when the company is an affiliated to a business group and zero otherwise. The coefficient on the variable "spline1 * group" then gives the difference in effect between group companies and non-group companies (foreign and standalone companies) of multiple directorships below a threshold level, while the coefficient of the variable "spline2 * group" gives this difference above the threshold level. We set the threshold level to five and introduce the median directorships by executive directors in the linear fashion based on the logic outlined earlier.
Columns A, B, C, D, of Table 10 reports the results of this regression based on the four alternative measures of company performance, namely MBVR, Q-Ratio, return to assets, and net value added to assets. In each of these four regressions the coefficient of the two spline variables namely spline1
and spline2 are qualitatively as same as before. The coefficient on the spline1 variable is never significant while the coefficient on the spline2 variable is positive and highly significant. However, these coefficients are now applicable only to standalone companies and foreign companies. For group companies, we need to refer to the coefficients of the interaction terms. We observe that in each of these four regressions the coefficient of the first interaction term is negative but attends significance only in the net value added regression. In contrast, the coefficient on the second interaction variable is negative and significant in the first three regressions, while in the net value added regression it is negative but not significant at the conventional levels. Thus, our results suggest that there is a remarkable difference in the effect of multiple directorships between group and non-group companies. Compared to non-group companies, the effect of multiple directorships above the threshold is significantly lower for the group companies. The total effect of for group companies of course is the sum of the coefficient of the spline variable and the coefficient of the corresponding interaction variable. The coefficients associated with "spline2" and "spline2 * group" are opposite in sign but similar in magnitude in the first three regressions suggesting that the total effect is small. A Wald test on the null hypothesis that the sum of these coefficients is equal to zero fails to reject the null hypothesis even at the 10 percent level. Thus our regressions suggest that the quality hypothesis that we had advanced earlier is applicable largely to the non-group companies. For group companies this conclusion is supported by only one of the four regressions i.e., net value added to assets regression, while the remaining three regressions indicate no such positive effect. However, a point to note is that even for group companies our regressions fail to detect any negative effect of multiple directorships by independent directors.
Conclusions
In this paper we have examined the effect of multiple directorships on company performance in an emerging economy. Our regressions support that idea that busyness may sometimes proxy for director quality. The fact that we have been unable to detect any negative effect of busyness in our sample even when a significant proportion of independent directors hold directorships much in excess of three directorships should not come as a surprise. As we have outlined in the beginning, the level beyond which multiple directorships have a negative effect on company performance is dependent on two things. First the demands of the job i.e., the nature of tasks directors are required to perform on company boards, which in turn depends on the characteristics of the company, and two, the ability of the directors. In the US where companies are much bigger in size and many of them have complex operations cutting across nations, the demands of the job may be very high.
Accordingly, even three directorships may make a director over-committed notwithstanding their ability. In contrast, in countries like India, where companies are much smaller and relatively few of them are transnational in nature, the level at which over commitment sets in may be much higher.
In the same spirit, the effect of multiple directorships by executive directors may be different than that by independent directors, because the demands of the formers' job are different. Finally, our analysis suggests that there is a difference between group and non-group companies. The quality argument does not seem to hold for busy directors of group companies. Multiple directorships in group companies may be driven by more complex reasons. One possibility that we have outlined is that promoters may appoint same directors on the boards of member firms. This can force these directors to align their interests with that of the promoters as doing otherwise may be costly.
Unfortunately we are unable to verify this because our current sample is inadequate to track all the companies in which independent directors hold their directorships. But this is an interesting area of work that we plan to investigate in the future. 
